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It is a central focus in social science to seek factors affecting degree of local governance 
and promoting the performance of local governance. For that matter, this study 
investigates the influence of subnational fiscal structure on local governance. 
Specifically, what is the impact of fiscal distribution among sub-provincial level and 
fiscal expenditure structure of local government on local governance performance 
among provinces? And what is the mechanism of it? To answer these research questions, 
an approach of mixed method has been applied. On the basis of design of combining 
quantitative and qualitative analysis, we try to estimate correlation between fiscal 
structure and local governance performance quantitatively, and next guided by findings 
above, specific cases would be selected for further case study. 
 
   Based on previous studies of local governance illustrating interactions between state, 
market and society, and theory of good governance, I summarize two theoretical 
dimension of local governance: structure-process dimension and elements-target one. 
Accordingly, dependent variable of this research is also constructed on account of this 
two dimension. In addition, based on literatures about fiscal federalism and functional 
federalism, this study discusses fiscal decentralization and classification of local fiscal 
expenditure and illustrates the system of tax sharing and transfer payment at local level 
after the reform of tax sharing, whereby I construct independent variables. 
 
   Empirically, in quantitative section, this study respectively examines relationship 
between local governance of structure-process and elements-target and fiscal structure 
under provincial level. As for local governance of structure-process, a dynamic panel 
model is used to analysis influence of vertical fiscal decentralization and horizontal 
public expenditure structure on local governance. It is found that, vertically, fiscal 















and this effect is by and large attributed to how much sub-provincial fiscal expenditure 
is decentralized to the county-level governments, rather than to the municipal-level, and 
horizontally, developmental function expenditure is detrimental to local governance 
performance. We further find fiscal transfer would erode local governance performance. 
For local governance in another perspective, political legitimacy, I measure it with 
public trust on political institutions, and a multi-level model is employed to estimate 
the influence of local fiscal expenditure orientation on institutional trust of the pubic. 
Combining data of individual level from CGSS 2010 and provincial-level data, this 
research find that the redistributive expenditure increases public trust while 
developmental expenditure weakens it.  
 
    Following up with these findings above, according to regression analysis, typology 
of revenue decentralization and expenditure decentralization and my previous studies, 
Zhejiang, Sichuan and Chongqing are selected for further case study. For Zhejiang, 
researcher discusses correlation between development of private enterprise, a key 
reason of Zhejiang’s good governance performance and a high level of sub-provincial 
fiscal decentralization. With the case of Sichuan, researcher investigate the negative 
impact of numerous sub-provincial transfer payment on local development. In terms of 
Chongqing,	 the typical case of local developmental state has a comparative less 
governance performance, and I analysis the reasons about it. 
 
    Finally, some suggestions are given based on finds mentioned above. Firstly, 
governments need to provide more redistributive public good and extend ways of 
expression of public opinions. Secondly, the expenditure responsibility of government 
of various levels should be adjusted to match their administrative authority and public 
goods providing, and also reconstruction of transfer payment target and institutional 
design. Finally, it is necessary to streamline administration and delegate power to the 
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